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SUBJECT: SOVIET-TURKISH ECONOMIC COOPERATION: NEW AGREEMENT 
TO BE SIGNED JULY 9 

1. SUMMARY - TURKISH EMBASSY SOURCE CLAIMS NEW SOVIET-TURKISH 
ECONOMIC COOPERATION AGREEMENT SCHEDULED FOR CONCLUSION IN 
ANKARA JULY 9. AGREEMENT TO BE SIGNED FOR SOVIETS BY CHAIRMAN 
OF STATE COMMITTEE FOR FOREIGN ECONOMIC RELATIONS SEMEN A. 
SKACHKOV, WHO HEADS SOVIET GROUP WHICH DEPARTED MOSCOW JULY 4 
WITH VISIT TO ISKENDERUN STEEL PLANT PLANNED ENROUTE. ACCORD 
REPORTEDLY INCLUDES EXPANSION ISKENDERUN PLANT FROM 2 MILLION TO 
4 MILLION TONS PER YEAR CAPACITY, EXPANSION OF SOVIET-BUILT 
ALUMINUM PLANT, CONSTRUCTION FOUR THERMO-ELECTRIC POWER STATIONS 
WITH CAPACITY 400 MEGAWATTS. UMBRELLA CREDIT AGREEMENT PROVIDING 
APPROXIMATELY 600-700 MILLION DOLLARS FOR PROJECTS WITH TERMS 
10-12 YEARS REPAYMENT AT AVERATE 3 PERCENT INTEREST. SOVIETS DECLINED 

COMMITMENT ON SECOND STEEL PLANT ON GROUND INABILITY PROVIDE 
NECESSARY EQUIPMENT PRIOR TO 1980. AGREEMENT ALSO PROVIDES 
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FOR ESTABLISHMENT JOINT ECONOMIC COMMISSION. END SUMMARY 
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2. TURKISH EMBASSY SOURCE (AYDAN KARAHAN, FIRST SECRETARY) 

CONFIRMS INFORMATION GIVEN AMBASSADOR BY BRITISH CHARGE JULY 3 
THAT NEW SOVIET-TURKISH ECONOMIC COOPERATION AGREEMENT 

WAS INITIALED LAST WEEK BY TURKISH AMBASSADOR TURKMEN AND DEPUTY 
CHAIRMAN STATE COMMITTEE FOREIGN ECONOMIC RELATIONS I. KULEV. 
AMBASSADOR TURKMEN ACCOMPANIED SOVIET GROUP, HEADED BY CHAIRMAN 
SKACHKOV, WHICH DEPARTED MOSCOW JULY 4 FOR DOCUMENT 
SIGNING IN ANKARA JULY 9. GROUP PLANS VISIT SOVIET-BUILT 
STEEL PLANT AT ISKENDERUN ENROUTE. 

3. AGREEMENT PROVIDES FOR SOVIET ASSISTANCE TO EXPAND 
ISEKNDERUN PLANT FROM 2 MILLION TO 4 MILLION TONS PER YEAR 
CAPACITY. ACCORDING TO KARAHAN FIRST BLAST FURNACE HAS JUST 
BEEN STARTED AT PLANT AND CAPACITY OF 1 MILLION TONS PER YEAR 
WHICH WAS ENVISIONED UNDER ORIGINAL 1967 AGREEMENT WILL NOT BE 
REACHED UNTIL ABOUT 1978. PROVISIONS ALSO INCLUDE EXPANSION 

OF ALUMINUM PLANT AND CONSTRUCTION OF FOUR THERMO-ELECTRIC 
POWER STATIONS WITH CAPACITY OF 400 MEGAWATTS. SOVIETS WOULD 
NOT AGREE TO ASSIST WITH SECOND TURKISH STEEL MILL, SAYING 
THEY COULD NOT PROVIDE EQUIPMENT UNTIL AFTER 1980 AT EARLIEST. 

IN ADDITION TO BASIC AGREEMENT, WHICH PROVIDES FOR 
ESTABLISHMENT JOINT ECONOMIC COOPERATION COMMISSION, THERE 
WILL BE EXCHANGE OF LETTERS ON SOVIET ASSISTANCE ON 
CONSTRUCTION OF ELECTRICAL EQUIPMENT PLANT IN TURKEY. 

4. ACCORDING TO KARAHAN TERMS OF CREDIT AGREED AT 10-12 
YEARS REPAYMENT WITH AVERAGE OF 3 PERCENT INTEREST. AMOUNT 
OF CREDIT WILL BE DETERMINED AFTER COMPLETION FEASIBILITY 
STUDIES FOR EACH PROJECT, BUT TOTAL EXPECTEDTO BE BETWEEN 600 
AND 700 MILLION DOLLARS. DETAILS FOR EACH PROJECT WILL BE 
SUBJECT SEPARATE AGREEMENTS, INCLUDING INTEREST RATE ON 
CREDITS WHICH MAY VARY BETWEEN 2 AND 4 PERCENT WITH OVERALL 
AVERAGE THREE PERCENT. REPAYMENT TO BE IN KIND, SIMILAR TO 
REPAYMENT TERMS FOR 1967 CREDIT OF 200 MILLION DOLLARS, UNDER 
WHICH TURKS PROVIDE APPROXIMATELY 30 MILLION DOLLARS PER YEAR IN 
PRODUCTS IN ADDITION TO BALANCED TRADE OF ABOUT 90 MILLION 
DOLLARS. THESE WERE BASIC TERMS OF SOVIET-TURKISH COMMERCIAL 
AGREEMENT SIGNED IN MOSCOW LASTMONTH, ACCORDING TO KARAHAN. 
PROVISIONS OF 1967 AGREEMENT WERE ESPECIALLY ACCEPTABLE FOR 
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TURKEY, SINCE OPPORTUNITY WAS PROVIDED TO EXPORT SURPLUS 
TOBACCO AND OTHER PRODUCTS. ONLY PROBLEM HAS BEEN GOLD-CLAUSE 
WHICH HAS RESULTED IN INCREASINGLY LARGE DOLLAR REPAYMENTS AS 
GOLD VALUE WENT UP, LEADING TO LOUD COMPLAINTS FROM TURKISH FIRMS. 

5. COMMENT: NEW AGREEMENT HAS BEEN EXPECTED FOR SOME TIME 
AND, IN KARAHAN'S ESTIMATE, IS NORMAL DEVELOPMENT IN SOVIET- 
TURKISH ECONOMIC RELATIONS. KARAHAN BELIEVES THAT TURKISH 
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GOVERNMENT WILL TURN TO WESTERN SOURCE FOR SECOND STEEL PLANT 
IN VIEW SOVIET REFUSAL MAKE COMMITMENT, WITH APPARENTLY ONE 
JAPANAESE FIRM ESPECIALLY INTERESTED. 

STOESSEL 
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